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Lengthy and deep downturn
Equity market battered by volatile financial crisis
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Downturn takes its toll on performance...
Top-line growth and profitability fell steeply among S&P 500 firms
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...and on company operations and staff

U.S. Unemployment Rate How would you describe your company's

relationship with the followina stakeholders now
compared with before =00 S
most likely to suffer — m-—

Employees 40% 43% 1
Creditors 18% 65% 17%
1

4%

7%

Investors 17% 69%

Suppliers 13% 18%

Customer
Partners reiationehips L

most likely to I

Customers  ploZ) 64 improve 24%

0% 25% 50% 75% 100%

[ Relationship is worse than before the downturn
I Relationship is the same as before the downturn

[ Relationship is better than before the downturn

Source: U.S. Bureau of Labor Statistics. Source: CFO Research Services survey of
280 senior finance executives in 12/09
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Guarded optimism for U.S. economy and individual firms

CFOs’ optimism for the U.S. economy and their firms’ financial prospects
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. More optimistic than last quarter . No change . Less optimistic than last quarter

Source: CFO Magazine/Duke University business outlook survey, Dec ‘08 — Dec ‘09 editions
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Outlook for investments, spending, and performance brightens

12-month percentage change expected among U.S. companies
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Each quarter, we ask finance executives for their 12-month outlook for
growth in earnings, capital spending, and wages.

Source: CFO Magazine/Duke University business outlook survey, Sept ‘07 — Dec ‘09 editions
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Less than one-third of “passed-up” projects are likely to restart
In the near term.

If you passed up projects in the past year due to credit constraints, are they
cancelled permanently or does your firm anticipate pursuing them eventually?

Postponed indefinitely — 58%

Temporarily postponed [ gy
Permanently cancelled |7 26%

Already initiated |1 1%

Other F 1%
|

0% 20% 40% 60%

Source: CFO Magazine/Duke University business outlook survey, Dec. ‘09

Im
E)



IBM Cognos Finance Forum 2010

Anticipate and Shape Business Outcomes

What is the New Normal?

When the economic recovery takes hold,
American companies will...

...return to
business
as usual

12%

R

= CFOs foresee greater variability,
volatility and uncertainty about
nearly all aspects of business
— Top external concerns:
* Consumer demand
» Federal government agenda/policies
* Price pressure
* Credit markets and interest rates.

— Top internal concerns:
* Maintaining profit margins
* Improving forecasting capabilities
* Maintaining morale
* Managing working capital
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Source: CFO Magazine/Duke University business outlook survey, Sept ‘09
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Capital allocation reveals anxiety

Despite growth prospects, finance executives are maintaining
cash when they can. Why?

Have concerns about overall economic environment;
accumulating cash just to be safe

Need to show investors and banks a healthy balance sheet
Lack good options for putting the cash to use

Save for potential capital expenditures

Face constraints in accessing outside finance in near term
Continue to reduce cash outlay across the board

Save for potential acquisitions

Other
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Source: CFO Magazine/Duke University business outlook survey, Dec ‘09
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Finance will focus on planning, budgeting, and forecasting...

Which aspects of your company will you approach or regard differently
as aresult of the recession?

Forecasting 51%
Cash management 51%
Internal structure/organization 51%

Size/composition of the workforce 45%

Monitoring suppliers’ financial health 24%
Regulatory compliance 24%
Executive compensation 20%
Obtaining credit from non-banks 14%
Size/composition of finance team 12%

Share price/company valuations 8%
1 1 1 1 1 1 1

0% 10% 20% 30% 40% 50% 60%

Source: CFO Magazine/Duke University business outlook survey, Sept ‘09
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...In an effort to deal with uncertainty

When the recovery takes hold, the heightened uncertainty in the business world will...

Don't know

...remain, posing a significant and
continuous managerial challenge

...abate

,f ...remain, becoming
part of the “new normal”

Source: CFO Magazine/Duke University business outlook survey, Sept ‘09
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Opportunities for CFOs

How has the recession affected the CFO’s role? Opportunities for CFOs
i » Seize an expanded
Little or
no impact mandate

Altered th » Strengthen

e vtere Created more liquidity position

nature O)]C 9% work, stress,

the job and uncertainty » Strengthen

forecasting
capabilities with
investment and
process
improvement

Created more work
and stress, but
increased respect
and visibility

Source: CFO Magazine/Duke University business outlook survey, Dec ‘09
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